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Abstract
Audit , applying audit procedures to
less than 100% of the items or class of transactions within an account balance. Sampling is used not only in auditing 
financial statements, but widely in market research, scientific analysis, market analysis, surveys. An ideal situation would 
involve studying the entire population under investigation. This is impossible in situations where we find large populations
of data. Using sampling saves time and effort for the team of auditors. Lower costs for auditors and the audited entity
resulting from the application procedures for selected units only, is another advantage of using this technique. The auditor 
must use professional judgment to assess audit risk and establish appropriate procedures for the transactions and accounts
tested. Sampling must ensure a correct opinion of the financial statements. This article studies the non-statistical sampling 
technique used in testing area suppliers, presenting a selection of sample application based on this method.
© 2012 Published by Elsevier Ltd. Selection and peer-review under responsibility of the Emerging
Markets Queries in Finance and Business local organization
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1. Introduction
Some researchers have begun to ask themselves questions regarding audit sampling and the balance between 
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sampling techniques used and audit objectives. 
Nathan D. Woods, Woods, 2011, pp.71, deals with the validity of statistical samples used in the audit of 
U.S. public health institutions. He deals with the validity of this sample in terms of size and selection of 
elements as an appropriate statistical method. 
Issues in audit sampling has been studied by Gabriela Ungureanu, 2010, pp.42, outlining the main methods 
of sampling, attracting attention to the choice of these sampling methods based on professional judgment and 
cost-benefit. 
In their article, "Using Computerized Statistical audit sampling software to learn: an instructional resource", 
Richardson and Louwers, 2010, pp.553, state that the use of non-statistical sampling method requires judgment 
to an extent greater than the use of statistical sampling method. The authors say that many U.S. public 
accounting firms were reluctant to use statistical sampling methods, reticent which is due because of: the cost 
of the elements selection, cost of valuing elements and the cost of training. 
Barnett, Haworth and Smith ,2001, pp.447, discuss the problem of a two-stage sampling method applied by 
the National Audit Office of the United Kingdom. The Office has access to the results of a large number of 
tests performed by internal auditors of the audited entity. This method involves retesting a sample of 
transactions tested by internal auditors in order to reach a conclusion on an estimate of the error rate of the 
transactions. 
John Wendell and Josef Schmee, 1996, pp.825, noted that statistical sampling auditing methods can create 
problems that do not apply to a large sample of items. Populations are usually small and the number of errors 
accepted, even in the case of a large sample of elements, is almost zero, setting aside the central limit theorem. 
Central Limit Theorem CLT is a statistical theory, which argues that, given a sufficiently large sample from a 
population diverse enough, the average of all results will be approximately equal to the average population. In 
addition, evidence will follow approximately a normal distribution model eg, bell-shaped curve, with variations 
that reflect the source population variance divided by sample size. As a rule, a sample of 50 elements is 
necessary for the CLT to be applied. 
2. Sampling in Audit 
2.1.Necessity and Oportunity of Audit Sampling 
Under International Standard on Auditing 530, "Audit Sampling" involves the application of audit 
procedures to less than 100% of items within an account balance or class of transactions, so that all samples 
have the opportunity to be selected. 
Audit of economic entities deals with large populations of data, audit usually implies auditing financial 
statements of a financial year. An ideal situation would involve auditing all the components of the population 
of the turnover of the accounts, of the accounts balances or documents, but this would take time, effort and a 
very high cost. 
In the planning phase of the audit, the audit team gathers information about the entity's economic 
environment, the complexity of transactions and operations of the entity. In a financial year an entity that is 
required by current regulations to be audited has, in most cases, large populations of data. If the audit would 
require testing all elements of the population, this would mean that the audit team has to make a long and 
sustained effort for all tests. In Romania, most audits of entities last few weeks, weeks in which the audit team 
works 10-12 hours each day. Testing all elements of the population would mean at least double effort and time. 
Without the technique of sampling, the audited entity should pay to auditors much more than would 
normally pay. In the article "Determinant of Audit Fees: empirical Evidence from Emerging Markets", Naser 
et.al, 2007, pp.84, audit costs are studied in an emerging economy like that of Jordan, namely audit costs 
incurred by the entities listed on the Amman Stock Exchange. In this emerging economy audit costs depend on 
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the size of the audited entity, the status of the audit firm, the entity's business, corporate risk level and 
complexity. Currently the cost of audit practiced by Big Four firms are large, if the work of their employees 
would require more time and effort, prices for these services would be higher. 
Question is whether the audit procedures to the entire population would be an effective strategy, given the 
fact that this would require more time, effort and a higher cost. Audit sampling becomes necessary and 
essential in improving the audit engagement. 
Audit risk cannot be avoided since it cannot be obtained an assurance that all material errors are detected, 
without examining 100% of transactions. Auditors consider audit risk at the planning stage, given the nature of 
business entity, the entity's objectives, in order to set risks at a low level and to issue a clean opinion the 
financial statements. The management perspectives regarding risks are examined, in order to observe how 
management controls those risks, auditors focusing their work on the most risky areas. Audit risk involves three 
risks: inherent risk, control risk and detection risk. 
Inherent risk is greater for some assertions and certain classes of transactions. One of the most important 
objectives of the audit is to identify error and fraud at two levels: assertion or accounts. Whenever a risk is 
identified auditors have to gather evidence to give reasonable assurance, making use of the audit techniques 
and procedures. 
Entity controls operate at all levels. Control function aims effectiveness of the entity's internal controls in 
accomplishing the objectives of the business. Auditors should use their professional judgment in determining 
risk control, considering the sufficiency of audit evidence obtained that relate to the effectiveness of internal 
control in preventing, detecting and correcting errors. A small control risk shows that auditors rely to a large 
extent on the entity's internal control. This will place fewer additional tests, by default also few sampling used. 
In contrast, a high control indicates ineffective controls within the entity and therefore additional procedures, 
based on sampling. 
Detection risk comes from testing less than 100% of financial accounts, the entity processes and from the 
fact that even if 100% of accounts and processes are tested other uncertainties would appear, such as selecting 
the wrong audit  misinterpretation of results. If audit risk is small, and internal controls are working effectively, 
the risk of detection may be accepted at a higher level. 
Audit risk is an important factor influencing the use of audit sampling. The process for determining risk is 
rigorous, but the procedures for assessing the risk do not provide sufficient appropriate audit evidence on which 
to base an audit opinion. In order to express an opinion, the procedures for determining risk are supplemented 
by other audit procedures such as tests of controls and tests of details. These latter procedures are based on 
sampling. 
Sampling should be used in order to limit audit risk to a low level. 
Materiality represents the accepted permissible level of error in testing account balances. Materiality is one 
of the factors that influence the sample set. Materiality-sample relationship is inversely proportional, a lower 
materiality determines a larger data sample and a higher materiality resulting in a smaller data sample fig.1. 
 
 
 
                       Large data sample                                                                    Small data sample 
                       
                                                                 Relationship materiality-sample 
 
                      Low materiality                                                                    High materiality 
 
Fig.1. Audit risks. Source: author projection 
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Nathan Woods, 2011, pp.71, emphasizes in his article "Assessing the Validity of Statistical Samples in 
Medicare Audits" that depends on the selected sample data and population characteristics. For a population that 
has homogeneous elements, the sample selected should be lower, in contrast for a population of heterogeneous 
elements, the sample selected should be higher, since for these latter elements there is a higher risk to be 
distorted. If an appropriate sample is not correctly selected, errors identified are wrongly extrapolated to the 
entire population. The author does not take into account that auditors should obtain sufficient appropriate audit 
evidence. Even if the items are homogeneous within the population and the population has a large number of 
items, by selecting a smaller sample of data, relevant audit evidence is not necessarily obtained. Auditors 
should apply to such transactions or account balances other audit  procedures. Only then, they can state that 
these transactions or account balances are not materially misstated. 
There is the risk that audit evidence gathered by sampling methods may not be sufficient and appropriate. In 
this case, the sample should be increased so that the audit evidence gathered should be qualitative, relevant and 
sufficient. 
Auditors should make use of professional judgment and experience to ensure that the opinion on the 
financial statements is a a fair one, there is a risk that the opinion given is not the correct one. If by using 
sampling auditors do not obtain sufficient and appropriate evidence, there is a risk that they will not identify 
material errors or fraud. This causes voicing an inadequate opinion, opinion that influences the behavior of 
shareholders, investors, creditors and the public. Auditors may not only voice a wrong opinion, but also loose  
their prestige and the audit firm reputation. 
2.2.Non-statistical Sampling Method: Case Study 
Although International Standard on Auditing 530 recognizes both non-statistical sampling and statistical 
sampling, the preferred approach used by the most important audit firms is the non-statistical sampling method. 
The main advantages of audit sampling using non-statistical method are a statistically derived sample and a 
statistical evaluation of sampling risk. One of the disadvantages of non-statistical method includes the use of 
formal techniques to determine sample size, select the sample and to evaluate results. 
Selection of the sample by non-statistical sampling techniques or statistical ones do not directly affect 
decisions on audit procedures to be applied, appropriateness of audit evidence obtained on individual elements 
in the sample, or actions that could be taken due the nature and cause of distortion. 
Principles, procedures and relevant aspects underlying the planning and performance of the sample are 
similar to both methods. Thus, while the procedures and methods used in non-statistical sampling approach is 
less formal, they are still rigorous. 
Usually, the application of non-statistical sampling will result in a sample size comparable to the sample 
size resulting in a sample selected with statistical methods, efficiently and effectively designed, given the same 
sampling parameters. Non-statistical sampling method involves eight steps: establish objective test, defining 
the population, determining distortions, determining the appropriate sample size, determination of the right 
method for the sample selection, proper testing of the selected sample, extrapolating results, risk assessment. 
By testing area suppliers and validating account balance 401 "Suppliers" at 31.12.2011, for the entity Agricola 
Ltd, using non-statistical method, it assumes the completion of the eight steps listed above. 
Determining the test objective requires the validation of the account balance "Providers" at 31.12.2011, 
specifically testing the entity's debts to its suppliers. In order to achieve this, suppliers will be selected to whom 
external confirmation letters will be sent. The following assertions are tested: rights and obligations, 
completeness, existence, valuation. 
The population of this test consists of the year end balances of all suppliers, which the entity dealt with in 
2011, Table 1. To determine that the population tested is complete, we reconciled the balance of account 
"Suppliers" from the trial balance with the final balance of suppliers from the detailed listing obtained from the 
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accounting department of the audited entity. Distortions that could arise are differences between monetary 
values recorded in the detailed listing obtained in the population tested and the monetary values obtained from 
audit evidence gathered, from the confirmation letters that the auditor will send to all selected suppliers. 
The method used to select suppliers for which final balances will be tested by external confirmations is the 
non-statistical method. The entity's debt to its supplier is 4082868 lei. The suppliers were selected based on 
materiality determined of 300000 lei. The population remaining unconfirmed is 293098 lei, below materiality 
set Table 1. 
Table 1. Selection of suppliers for which external confirmation letters are sent 
Suppliers Final balances at 31.12 2011 
(RON)                        
               Selected  
ALZIRA SRL 1638962                 Yes 
AZURA HOLDINGS LIMITED 702369                  Yes 
APSOVEMENTI SPA 
OTELLO SRL 
SHENKER 
QUINTINO AGRICULTURE 
BIGSEM 
FERRERO MANGIMI SPA   
TASCA 
ZECA SRL  
TROVATORE SRL 
SAE    
PRODGRAU SRL     
KIGNE 
BOJIN DIONIE PF      
CARGIL SRL 
BICKERT AGRARIA 
TIM E.R.R. SRL 
EXPERT-PREST SRL 
D.B. GRUP ROMANIA                         
412295 
250085                                     
231923 
230529 
166986 
156620 
110541 
67284 
41780 
25469 
24387 
7689 
5398 
3292 
3053 
2380 
1825 
     - 
                 Yes 
                 Yes 
                 Yes 
                 Yes 
                 Yes 
                  Yes 
                  No 
                  No 
                  No 
                  No 
                  No 
                  No 
                  No 
                  No 
                  No 
                  No 
                  No 
                  No 
 
Source: authors projection  
If the materiality level would have been higher, fewer suppliers could be selected to send confirmation 
letters to them Table 1, materiality substantially influencing the number of sample elements. 
To test the selected sample confirmation letters were sent to selected suppliers to confirm AGRICOLA Ltd 
debt to them on 31.12.2011. Selected sample is tested to confirm current balances from the trial balance with 
responses from selected suppliers. The suppliers fill in the confirmations letters sent the debt of AGRICOLA 
Ltd to them. The debt confirmed by the providers was compared to the amount from the detailed listing 
obtained by the auditor from AGRICOLA Ltd. Selected suppliers have confirmed AGRICOLA Ltd debts to 
them as in the detailed listing received by the auditor from the audited entity. There is no difference between 
the liabilities to the suppliers selected on the detailed listing, and the confirmed liabilities received from 
suppliers. We can extrapolate test results to the total population. The debt to the company's suppliers has a 
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value of 4083868 lei. 
Testing account "Suppliers" there is the risk that the liabilities are understated or overstated, resulting in 
errors in the account balance or even fraud. Using non-statistical sampling adequately, this risk becomes low 
and a reasonable assurance on this account can be provided. 
Applying non-statistical sampling on this account balance "Suppliers", auditors will save time and effort. 
Confirmation will be sent not to all twenty vendors, but only to eight of them. This will reduce also costs of fax 
services and audit costs, as the team of auditors will work less. 
3. Conclusions 
Sampling is widely used in market research, scientific analysis, market analysis, surveys and not least in 
audit. International Standard on Auditing 530 addresses the issue of sampling, assuming that audit procedures 
are applied to less than 100% of the classes of transactions' or account balances' components. Since not 
everything is tested and reasonable assurance is provided, audit sampling is necessary. Factors influencing 
sampling include materiality, audit risk, population characteristics. 
The method is useful reducing time, effort and costs of audit engagement. Sampling should be applied based 
on professional judgment. Auditors should consider the risks identified first, ensuring that they obtain sufficient 
and appropriate evidence. Otherwise they risk an inappropriate opinion, failure to identify significant errors or 
fraud, this may even cause loss of their reputation.  
In audit, sampling becomes essential, as is both appropriate and necessary for populations with large 
numbers of data. 
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